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Is the Price Freeze the Answer? pep 20 °5' 


The “freeze” is on. In order to “stop the on-rushing 
price advance in its tracks,” the Office of Price Stabiliza- 
tion put under economic control the prices of most 
things that individuals are buying and selling. The 
period December 19 to January 25 has been set as the 
base, and prices may not exceed the levels of this period. 
The freeze, however, is a temporary one. The Office 
of Price Stabilization has indicated that “as soon as 
practicable and after appropriate consultation,” addi- 
tional ceiling regulations will be invoked. In some cases, 
these future orders may roll back prices. 


This price freeze was ordered in response to a wide- 
spread demand. The danger lies in the difficulty of 
enforcing the order with a limited staff of officials 
while the fundamental elements in the price inflation 
have not been dealt with adequately. Success of these 
direct controls of prices will depend upon the coopera- 
tion and restraint of the public and the business commu- 
nity and of labor leaders and farmers until this police 
action is buttressed by tax and credit measures to reduce 
the amount of money people have to spend. 


More To Spend, Less To Buy 


The extent of the restraint that is necessary is indi- 
cated by the rate at which personal consumption expendi- 
tures have increased recently. ‘Total department store 
sales since Christmas were 30° greater than a year ago. 
Sales of furniture were 40°, higher and of appliances 
100°/ higher than during the same period last year. To 
those who have been caught in the squeeze between 
static incomes and rising prices, it is hard to realize the 
over-all situation. On the basis of the past behavior of 
consumers, it is estimated that they will be prepared 
to spend about 210 billion dollars on goods and services 
in 1951, while some 15 billion dollars’ worth less than 
that (at 1950 prices), will be available to them. This is 
because of the conversion of much industry to defense 
purposes as well as the drafting of manpower for the 
armed services. 


Government buying for the expanded defense program 
is just beginning. As more people are employed in pro- 
duction for defense there will be less civilian goods pro- 
duced. Those employed in defense industries, however, 
will earn as much or more than before through longer 
hours, even if wage rates are stabilized. Formerly un- 
employed women going into airplane factories will earn 
new money, but they will not be making anything that 
their money can buy. The same is true of business 


profits from defense production. Moreover, credit is 
cheap and readily available, as is shown by the continued 
expansion of bank loans. Government bonds can be 
turned into money at any moment. 


It is under these circumstances that the Economic 
Stabilization Agency must try to “hold the price line,” 
to prevent black markets, to stop law evasions (e.g. by 
changes in the quality of goods, etc.), to avoid the dis- 
appearance of goods from legitimate counters; altogether, 
to oppose competitive efforts of the businessman, the 
shopper, the housewife, to get what he or she wants of 
scarce commodities by paying for them more than the 
fixed price. He or she must be willing to go without 
rather than do this, for of many things there will not 
be enough to go around. 


What About Rationing? 


One way of making things go around in such a situa- 
tion is to establish a rationing system. Such a system is 
a logical accompaniment of price controls. Then each 
person’s share is determined on a basis of equality or of 
need, and it is not a question of who comes first, as in 
the case of price controls without rationing, or who has 
the most money, as in the case of free prices or black 
markets. On the consumer level, of course, it involves 
the setting up and maintaining of machinery for the 
distribution of ration cards and has seldom been applied 
to any but basic necessities such as food and clothing. 
On the raw material level, rationing, or allocating, as 
it is called, is in effect with regard to the scarcer mate- 
rials such as copper, cobalt, zinc, aluminum, and rub- 
ber. This makes it possible to control their prices in 
spite of the great demand for them. 


Any system of rationing or allocating, however, doesn’t 
take care of the excess dollars available for spending. 
Taxes should eventually take most of this money. The 
“quickie” tax bill proposed by the President would help 
if passed promptly, but if this excess cash is not to bid up 
prices far above the ceilings much of it will have to be 
saved. 


The spending of wartime savings assisted in the con- 
version from a wartime to a peacetime economy. Now 
saving is again in order. It is the responsibility of the 
Government to assure the future value of current savings 
by a thorough-going anti-inflationary program. Such a 
program includes much more than prize freeze orders, 
and it is the responsibility of citizens to insist upon 
such a program. 


Global Strategy 


United States strategy in the present period of great 
danger has two purposes: (1) to prevent World War III 
and (2) if war comes, to win it. In pursuit of these 
purposes we must keep in balance our policies respecting 
various parts of the world. U. S. strategy is to avoid 
dissipating our strength in any one area; to increase 
the military defenses of ourselves and friendly nations; 
to prevent Communist absorption of the world piece- 
meal without resistance; to avoid action provocative 
of total war; and to pursue peaceful settlement through 
the U.N. to the maximum extent possible. With this 
strategy in mind it is possible better to evaluate develop- 
ments on the world front. 


U.N. and Chinese Aggression 
The overwhelming vote (44-7) by the U.N. Assem- 


bly’s Political Commission in favor of the resolution 
stating that “the Chinese communists have engaged in 
aggression in Korea” is clear indication that the U.N. 
is prepared to stick to its principles in spite of threats of 
general war in Asia or of World War III. This is so 
regardless of criticism, both in other countries and in 
the United States, that the U.N. action was “too hasty” 
or “too slow” in the critical world situation. 

For a month and a half since the Assembly recessed 
before Christmas, its Political Commission has debated 
alternative proposals for ending the Korean hostilities. 
At least 3 cease-fire proposals have been rejected. 
Fourteen countries of the Arab-Asian bloc, led by India, 
have sought bases of peaceful settlement to avoid the 
naming of Chinese communists “aggressors” and thereby 
“closing the door” to all negotiations with Peking. 

Their latest plan, reportedly approved by the Peking 


government, called for a Far Eastern Conference of: 


7 nations including the Chinese Communists. To con- 
vene prior to a cease-fire arrangement, the Conference 
was to consider all outstanding Far Eastern problems. 
This plan was defeated on January 30, just prior to the 
adoption of the U.S.-sponsored resolution. 

The U.N. resolution as adopted calls for future action 
under two Assembly Committees, namely: (a) the 
14-member Collective Measures Committee set up last 
November under the Assembly’s “Uniting for Peace 
Resolution,” which is to study means of checking ag- 
gression, and (b) a new 3-man Good Offices Committee 
which is to continue U.N. efforts for a cease fire and a 
peaceful settlement in Korea. 

Under the resolution there is no commitment to the 
use of sanctions. Furthermore, it is clear that many 
nations, now opposed to the imposition of sanctions, 
voted for the resolution only after the adoption of the 
Lebanese proposal for the establishment of the Good 
Offices Committee which had not been included in the 
original U. S. resolution. Support also came from the 
specific understanding that the Collective Measures Com- 
mittee could defer its recommendations if the Good 
Offices Committee “reports satisfactory progress.” 


Other Developments 


As we go to press, Congress and the American people 
are receiving first-hand reports by General Eisenhower, 
Supreme Allied Commander appointed under the North 
Atlantic Treaty, on existing armed forces in Europe and 
prospects for the future. U. S. decisions on the sending 


of additional armed forces and military supplies to 
Europe will be influenced by his recommendations. 

Important among other developments in .our global 
strategy is the calling of a special Consultative Meeting 
of the Foreign Ministers of the 21 American Republics 
to meet in Washington beginning March 26. ‘The 
Meeting’s agenda is to cover political, economic and 
military cooperation: to prevent or to repel aggression 
against the Americas both under the U.N. Charter and 
Inter-American security arrangements; to strengthen 
internal security of the Republics against communist 
infiltration, espionage and sabotage; to provide emer- 
gency economic cooperation for defense production and 
supply of strategic materials for meeting trade needs 
essential for the internal economy of the Republics and 
for their necessary economic development. 

Two other problems related to our global strategy 
are the future of Japan and of Germany. The potential 
industrial and military capacities of these countries 
make them key parts of the present world struggle. 
At the present time a United States Mission, headed by 
John Foster Dulles, is in Japan for preliminary explora- 
tion of the bases of a peace treaty with that country. 
The purpose is to bring Japan back into the community 
of nations making it possible for her to join in collective 
security efforts to check aggression in Asia, while safe- 
guarding neighboring countries from any threat of her 
own renewed aggression. An open question is whether 
the United States and other members of the Far Eastern 
Commission charged with the occupation of Japan can 
agree to negotiate a peace treaty without Russian partici- 
pation. The Russians withdrew from the Far Eastern 
Commission in January 1950 when the Commission 
refused to act on their proposal to oust the Chinese 
Nationalists from the Commission. 

A Four Power Conference of Foreign Ministers in 
Europe to consider the future of Germany is also pend- 
ing. Last November Russia proposed such a conference 
confined to the disarmament of Germany. Since then 
the U. S., France and Britain in a series of notes, the 
latest dated January 23, have agreed to such a conference 
providing other principal problems threatening world 
peace are subject to discussion. If the Soviets should 
agree to such a broad review, a preliminary conference 
for drawing up an agenda will be held in Paris. 


CURRENT LEGISLATION 


Reciprocal Trade Agreements Extension Act of 1951 
(H. R. 1612 *): Hearings before the House Ways and Means 
Committee started January 22. On January 24, the League 
testified in support of H. R. 1612*, which would extend the 
Reciprocal Trade Agreements program in its present form 
for a 3-year period. The League opposed inserting the 
“peril point” provision. (See Congressional Statement, 
1/24/51.) On January 29, the Committee voted 18 to 7 
to report the bill favorably. Debate on the floor of the 
House has centered around (1) reestablishing the “peril 
point” provision of the Trade Agreements Extension Act 
of 1948, (2) adding a provision requiring an “escape clause” 
in all future trade agreements, (3) excluding Communist 
countries from the benefits of trade agreements, and (4) 
extending the Act for less than the requested 3-year period. 


* Indicates League support. 


Ss 


